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FUNCTIONAL AND ECONOMIC OBSOLESCENCE 


HE high construction costs of the past few years have hastened the develop- 

ment of the so-called economy house, The rapid construction of many of 

these small economy houses selling in the $4,000 to $7,500 price bracket is 
one effective way of solving the housing shortage and literally hundreds of them 
have been erected in the past year or two. 


From the standpoint that these houses provide shelter for small families and 
thereby help alleviate the housing problem, we are very much in favor of them, 
From the standpoint that they offer home ownership to people who might never be 
able to afford more expensive homes, we also favor the economy house, When, 
however, we view these houses through the long-range eyes of an appraiser, our 
enthusiasm for them begins to wane, 


All buildings begin to suffer from one or more of the various types of deprecia- 
tion and obsolescence as soon as they are built. Aside from physical deterioration 
of the improvements, which in some cases is quite rapid due to faulty or inferior 
construction, there is functional obsolescence brought about by poor planning, civi- 
lization’s progress, over capacity, and inadequacy, Economic obsolescence, caused 
by external economic forces such as changes in supply and demand, legislation of 
restrictive or non-restrictive nature and infiltrations of incongruous persons or 
properties, is also one of the ills to which many properties fall heir, 





Naturally, we realize that the demand for low-priced homes has forced many 
builders to pare down the size and number of rooms, reduce the number of closets, 
eliminate a dining room or dining alcove altogether, and to make other concessions 
to high costs that under more nearly normal conditions they would nof consider 
making. In order to sell houses in the $4,000 to $7,500 price bracket, many of the 
characteristics of a $10,000 house have to be omitted. 





Many economy houses are ideal for young couples, with few storable posses- 
sions, or for older couples whose children have grown up and left home. On the 
other hand, some of these houses become obsolete the day the first baby is born, 
Not only is space lacking to store the baby buggy; there’s no place to put the baby. 
Utility space is also frequently left out. Most economy houses have no basements, 
consequently there is no place to do the family laundry or to hang it once it is done, 
There is no place to store the screens during the winter or the storm sash during 
the summer, We have seen many economy houses with only two closets, In houses 


with so little closet space, even the storage of linens, towels and bed clothes pre- 
sents a major problem, 
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It is next to impossible to set up minimum standards for closet and storage space 
that would meet with universal approval, As we have pointed out, these standards 
are frequently set more by the buyer’s ability to pay than by considerations of good 
planning, The FHA has done a great deal of work in setting up minimum standards, 
and, for the most part, we believe they have done an excellent job. The following 


specifications are taken from a recent FHA minimum property requirements hand- 
book: 


1, Closets. 

a. General, At least half of the required floor of each 
required bedroom closet and coat closet shall be at same 
level as the room in which it opens. Each bedroom closet 
and coat closet shall provide at least 5-1/2 feet clear clothes 
hanging space above the floor. 





b. Bedroom closets, Provide each bedroom with at least 
one closet having a minimum: 


Depth: 2 feet 0 inches 

Floor area: 6 square feet 
Height: 6 feet above closet floor 
One shelf, rod and hooks 


c, Coat closet, Provide each living unit with a coat closet 
readily accessible to the living room, preferably near the 
front entrance; of same minimum size and equipment as 
bedroom closets, 


d, Linen closet. Provide each living unit with a linen 
closet near bedrooms; minimum size, 14 inches x 18 inches; 
minimum 5 shelves, approximately 12 inches on center. 


2. Kitchen Storage. 

a. Each kitchen shall be provided with shelf space at least 
11 inches deep for dishes and miscellaneous kitchen storage; 
for one bedroom living units - minimum 18 lineal feet, for 
two bedroom living units - minimum 24 lineal feet, for three 
or more bedroom living units - minimum 30 lineal feet, At 
least half of this shelf space should be enclosed by cabinet 
doors, Shelving higher than 6 feet 6 inches from finish floor 
shall not be considered in determining the required shelf 
space but may be counted as general storage. 





b. In addition to the above, adequate base cabinets and 
counter-top work space shall be provided, 


3. General Storage Space, 

a. Minimum total volume for each living unit in addition to 
1 and 2 above: 150 cubic feet plus 50 cubic feet per bed- 
room, 
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b. Height: space less than 4 feet in clear height will not 
be considered as providing storage space under these re- 
quirements, 


c. Location: Closets, utility rooms, attic space which is 
conveniently accessible, basement or garage. That portion 
of storage space which is necessary for equipment, passage 
and work space shall not be included in determining the re- 
quired volume, Space in garage or located elsewhere out- 
side the dwelling shall be such that it can be locked, 


Although some of these specifications are a bit unwieldy for general appraisal 
procedure, they are useful as indications of adequate storage space, 


There are, of course, varying degrees of inadequacy. In fact, some economy 
houses meet virtually all of the standards set by the larger, more expensive houses, 
We have inmind a groupof houses, mentioned in an FHA bulletin, that sold recently 
for $4,300, with a $3,000 ten-year Title I loan, These houses were built on one- 
half acre lots, had full basements, and contained a living room, dinette, kitchen- 
ette, bedroom, bath and two closets on the first floor, They also had an unfinished 
attic large enough to contain two more rooms and plenty of storage space, The 
houses contained about 11,500 cubic feet each, 


Aside from inadequate living space and storage space, many economy houses are 
lacking in characteristics usually found in even the so-called “minimum house,” In 
reviewing plans and specifications of economy houses that have been built in various 
parts of the country, we have noted that in some cases screens are not furnished; 
in other cases no heating equipment is installed, although the connections for it are 
provided, A great many of these houses are completely lacking insulation and, in 
some cases, the “finished” floor is concrete, Other specifications call for pine 
_ finished floors. In some houses bathing facilities consist only of shower stalls 
which, as a rule, are most unpopular with women, 


Again, we realize that these houses, if they are to sell for $400 or $500 down, 
with monthly payments of $30 to $50, will have to be trimmed to bare necessities 
_ in most cases, The fact that they can be built to sell for this low price shows a re- 
| markable amount of planning and ingenuity on the part of the nation’s builders, but 
| the appraiser must recognize that the functional obsolescence that is built into 
| many of these houses will eventually manifest itself by depreciating their value. 
| Today these economy houses have a ready sale in a scarcity market, Five or ten 
| years from now the resale value on all residential property is bound to show shrink- 
| age, and properties with the greatest functional obsolescence will in many cases 
fare rather badly. 


While many economy houses are located in well-planned attractive subdivisions, 
we have seen some that lacked this essential characteristic, In one city we sawa 
row of 8 or 10 economy houses, absolutely identical, huddled side by side on narrow 
lots, In the living room of each house was a rather abbreviated picture window that 
gazed blankly across the narrow sireet - at a city dump. In another city a similar 
row of houses was afforded an inspiring view of potter’s field - likewise through a 
picture window. 
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A shortage of low-cost land near cities or near sub-centers has forced build- 
ers of some economy houses to lay out their subdivisions in more remote spots, 
Houses located a mile or two from shopping centers in areas not served by public 
transportation must be depreciated rather sharply. Our appraisal department has 
depreciated residences up to 20% for this inaccessibility factor alone, We would not 
go so far as to recommend such a drastic reduction in value as a rule of thumb, We 
point out this figure of 20% in order to show how important we believe the accessi- 
bility factor can be, 


Several times in the past, certain automobile manufacturers have attempted to 
sell the American public a “utility” automobile. For the most part, these cars 
were stripped down to bare necessities and were somewhat smaller than standard 
makes, Although they were more economical to operate than the larger cars, their 
performance was not so spectacular, As we all know, the sale of these cars has 
met with rather limited success, The small low-cost “utility” car has never caught 
the fancy of the American public. Those people who could not afford a new car of 
standard make seemed to prefer a used standard car to a new small one, even at 
comparable prices, 


Analogies are frequently unreliable, but perhaps one can be applied in this case 
if no attempt is made to make it conform absolutely, 


If, a few years hence, a housing surplus develops (and it seems quite likely that 
one will), many of these economy houses will be placed in severe competition with 
older dwelling units with far greater utility and a favorably comparable cost of oc- 
cupancy. It seems reasonable to assume that when adequate housing becomes avail- 
able at a favorable price, vacancies and foreclosures will become more prevalent 
among the inadequate housing units, 


At this time the economic obsolescence of the inadequate houses will become 
apparent, If the property is located in an unrestricted area and is, therefore, sub- 
ject to the encroachment of industrial and commercial establishments, or if the 
infiltration of incongruous families with lower living standards begins, this econom- 
ic obsolescence will increase at a very rapid rate, 


In spite of these shortcomings that today seem rather minor, economy housing 
must continue to be built. A low-cost home is the most formidable bulwark against 
the spread of public housing. Therefore, economy houses are providing not only 
much needed shelter for their occupants, they are also doing much to slow the en- 
croachment of government in the field of housing. The builders of these houses 
are performing a real service both to the occupants and to the nation, This ser- 


vice will probably be overlooked if these buildings get into difficulty a few years 
hence, 











